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mixed. In some areas, evidence of a strong distinction between charter schools based 
on founder type was found. On the whole, little evidence of significant differences 
among the various types of mission oriented charter schools was found. Charter schools 
do not seem to engage in systematically different patterns of targeting, marketing, or 
market research behavior based on school type. It may be that the external 
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Abstract 



Much of the literature on charter schools treats them as an undifferentiated mass. Here we 
present and test a typology of charter school that is grounded in the norms, traditions, and 
perspectives of the founding organization or organizers. We suggest that there are two broad 
categories of charter founders — those who are more mission oriented and those who are more 
market oriented — and we further disaggregate these categories into subtypes. Using data from a 
multistate survey of charter schools we test the typology by examining charter school behaviors 
related to choosing a theme and targeting, deciding upon the size and grade configuration, and 
the marketing and market research behavior. Our results are mixed. In some areas, we find 
evidence of a strong distinction between charter schools based on their founder type. We find 
that EMO-initiated charter schools tend to be much larger and are much less likely to offer high 
school grades than other types of charter schools. We find that schools started by local business 
leaders are more likely to offer a theme and more likely to target at-risk students than are EMO- 
initiated charter schools, and that, despite the fact that local business leaders might be assumed to 
share norms and perceptions with for-profit EMOs, these schools generally behave in ways that 
are more similar to of schools launched by mission-oriented founders. On the whole, we find 
little evidence of significant differences among the various types of mission oriented charter 
schools. Charter schools do not seem to engage in systematically different patterns of targeting, 
marketing, or market research behavior based on school type. In some decision areas, it may be 
that the external environments in which schools operate and core educational tasks that all 
schools must accomplish impose similar patterns of behavior on charter schools regardless of 
their different organizational roots. 
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Charter schools are a rapidly disseminating policy innovation with import both to 
education policy and to broader theories about the actual and the ideal boundaries separating the 
public and private sectors. The first charter school law was passed by Minnesota in 1991; just six 
years later there were 428 schools in operation, and by Fall 2002 there were 2,700 (RPP 
International 2000; Center for Education Reform 2002). Charter schools combine aspects of both 
public and private sector organizations; to the extent that they are private, they can take forms 
that are nonprofit, for-profit, or a combination of the two. 

Charter schools are analogous to public service organizations in the senses that they must 
be approved initially, and subsequently monitored, by government chartering agencies; they 
receive the bulk of their funding from public revenues; they are required to act as public service 
providers, for example they are typically required to accept all applicants who meet broad 
standards of eligibility (e.g., as defined by residence within the sponsoring jurisdiction or as 
defined in the law) and to allocate scarce seats by lottery; and they can be held accountable to 
publicly mandated standards of performance. They are analogous to private organizations in the 
sense that they are expected to respond primarily to market signals in the form of consumer 
demand; to be free to innovate widely in the content and technology of the product they provide; 
and are constrained only by very broad regulations such as those relating to building codes, 
consumer protection, health standards, and civil rights. While some states mandate that charter 
schools must be organized as nonprofit entities, others permit direct involvement of for-profit 
firms (often referred to as Educational Management Organizations or “EMOs”), and even where 
the charters are nonprofit it is common for them to partner or contract with for-profit entities, 
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including EMOs, creating an organization that combines elements of both in a sometimes 
complex relationship. 1 

Proponents of charter schools portray them as a model for marrying the efficiency, 
responsiveness, and innovation associated with markets to the broader collective interests, social 
justice concerns, and democratic accountability associated with government and civil society 
(Finn, Vanourek et al. 2000). In education policy their initial role was of a more politically 
palatable alternative to school vouchers. Increasingly, however, they are seen as substantial 
innovations in their own right, with implications for how public services might more generally 
be structured (Henig, Holyoke et al. 2003), and their supporters extend well beyond those who 
favor markets reflexively as a universally superior mechanism for meeting social needs (Nathan 
1999; Viteritti 1999). 

The hybrid nature of charter schools accounts for much of their appeal, but the 
expectation that the resulting organizations will selectively combine the best aspects of 
government, market, and the nonprofit community should realistically be regarded as an untested 
premise at this point. The empirical literature on how charter schools behave is growing, but it is 
still in its infancy. Some studies have examined whether charter schools respond to market 
signals by weeding out high need and low status students (Zollers and Ramanathan 1998; 
Lacireno-Paquet, Holyoke et al. 2000; Wong and Shen 2000); some have begun to look at their 
governance structures (Vergari 2002; Miron and Nelson 2002); some have begun analyzing 
performance outcomes (Miron and Nelson 2002); and some have attempted to gauge the 
competitive effects of charter schools on conventional public school systems (Teske, Schneider 

1 There is debate over whether these are best understood as true partnerships, with the for-profit and nonprofit arms 
having relatively equal voice over key decisions, or as principal-agent relations with one or the other actor assuming 
a dominant role. We address this later in the paper. 
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et al. 2000; Hess, Maranto et al. 2001). Most of these studies treat charter schools as an 
aggregate category where all schools are considered to be largely identical. While a few 
distinguish between EMOs and “other” charter schools (e.g., Bulkley 2001 ; Bulkley 2002; 
Lacireno-Paquet, Holyoke et al. 2002; Miron and Nelson 2002), few if any have made finer 
distinctions within these two categories or explained how basic operational decisions such as 
how schools define their market, how they define and advertise their product, or how they adapt 
and change over time may vary by internal visions and external environments. 

This paper seeks to inform deliberation about charter schools and the boundary between 
public and private by exploring variation in internal school characteristics and offering a 
typology of charter schools that distinguishes broadly between those that, by virtue of their 
experience, norms, and organizational structures might be assumed to be more oriented toward 
markets and those assumed to set a direction more in line with a purposive, collective, and 
philanthropic mission. We also distinguish within the mission-oriented sector those whose 
missions are more likely to be defined by norms and ideas associated with educational 
professionalism, provision of social services, and grassroots visions tied to community and 
parental involvement, and local economic development. We then test the hypothesis that 
organizational type makes a difference in charter school behavior in terms of how they define, 
pursue, and respond to their intended consumers, drawing on a survey of charter schools 
operating in Arizona, Michigan, Pennsylvania, and the District of Columbia. 

A Typology of Charter Schools Based on Organizational Origin 

Charter schooling is just one example of a substantial, and seemingly growing, tendency 
of government to experiment with variations in forms of public-private delivery mechanisms for 
providing public services (Salamon 1987, 1995; Kettl 1993). The dominant rationale for this 
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impetus has been the desire to exploit the greater flexibility, responsiveness, and efficiency 
presumably exhibited by private firms subject to market dynamics (Savas 2000). This 
privatization movement is frequently traced in the U.S. to the Reagan era, a period during which 
the celebration of the market as an alternative to government framed the national policy agenda 
and was prominently on display (Linowes 1988). But experimentation with alternative private 
sector delivery mechanisms has deeper historical and wider theoretical roots than the pro-market 
vision that has dominated contemporary portrayals. 

Earlier efforts at harnessing private organizations to public agendas shared with 
contemporary privatization initiatives a desire for flexibility, responsiveness, and efficiency; the 
favored vehicles, however, typically were not for-profit corporations but community-based, 
social service agencies that existed more for carrying out missions defined in terms of the 
betterment of a needy population or neighborhood than making money. State and local 
governments were a major source of funding for these private voluntary agencies working with 
immigrant and poor populations in some large cities even before the turn of the 20 th century 
(Salamon 1995; Katz 1996). Although the War on Poverty of the 1960s has come to symbolize 
“big government” in the some strains of American folklore, its premier programs relied heavily 
on partnerships between national government and local community-based organizations as a 
vehicle for planning and delivering services (Smith and Lipsky 1 993). Rather than 
responsiveness to external signals of supply and demand, this form of privatization was premised 
on the belief that the social good could be best achieved by tapping into the intense and internal 
commitment of such organizations’ leaders and supporters. This non-market rationale for 
experimenting with public-private partnerships is echoed more recently in the George W. Bush 
Administration’s call for faith-based organizations to provide services to needy populations. 
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Despite the fact that charter school proponents often portray for-profit corporations, 
entrepreneurial initiative, and market signals as the crucial ingredients for educational reform, 
the charter school movement — like the broader privatization movement with which it is 
associated — is more diverse in membership and motivation than the simple market metaphor 
implies. Many charter schools currently operating in the U.S. have been launched by teachers 
animated by a particular pedagogical vision, by parents driven by dissatisfaction with district 
rules and regulations, or by local businesses that see school reform as a key to stronger economic 
development. These schools stand in varying degrees of contrast to charter schools run by 
corporations that see education as a huge and potentially lucrative market. 

Public debate about whether charter schools are good or bad, working or faltering, 
typically fails to make distinctions among these types of founders. There are both theoretical and 
empirical reasons, however, for believing that differences in the orientation of founders may 
affect the decision-making criteria they apply, the norms and traditions shaping their perceptions, 
and, consequently, the ways in which they behave. If so, it is important to draw distinctions 
among such organizations in order to determine whether some are more promising partners in 
pursuing particular public policy aims. 

Market and Mission 

Most discussions of privatization draw a sharp distinction between public sector and 
private sector organizations (for one review, see Perry and Rainey, 1988), but careful distinctions 
among types of private organizations are less common. Discussion of the relative advantages and 
disadvantages of private versus public sector service provision is dominated by the market 
metaphor (Barber 1999:12). Proponents of privatization portray a public sector populated by 
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power-hungry politicians and rigid, self-satisfied bureaucrats staffing bloated agencies that, at 
best, are incompetent, or, at worst, are openly detrimental to fair and efficient means of carrying 
out public policy (Chubb and Moe 1990). In contrast, proponents praise the private sector 
where organizations are lean, flexible, and responsive to customer desires. Private firms work 
efficiently because the discipline of the market drives out inefficient providers. On the other 
hand, critics of privatization portray a public sector that is oriented first and foremost toward the 
public welfare and responsive to democratic institutions and contrast that to a private sector 
characterized by opportunistic profit-maximizers who substitute their own material well-being 
for the social good. 

That the private sector also encompasses a range of non-corporate actors whose behaviors 
may not conform with the predictions of the market model has been noted, of course, but until 
recently has been given relatively little serious attention in policy debates. As Weisbrod 
(1998:70) has observed "Privatization of social services is a powerful worldwide force today, but 
there has been little attention paid~by government decisionmakers or by researchers— to the 
merits and demerits of divestiture to private business firms relative to private nonprofit 
organizations, let alone to the implications of divesting to a church-related or some other form of 
nonprofit.” Sociologists (e.g., DiMaggio 1990), and some political scientists, (e.g., Wilson, 
1973), have long recognized that some organizations are driven by “purposive” or “solidary” 
incentives where the collective good is emphasized over the material gain of individuals and that 
such differences have a range of important consequences. But economists have tended to treat 
organizations formed around purposive or altruistic incentives as eccentric exceptions 2 and the 

2 See, for example, Mancur Olson’s admission, in a footnote, that “The logic of the theory developed here can be 
extended to cover communal, religious, and philanthropic organizations, but the theory is not particularly useful in 
studying such groups” (Olson 1971 : 6). 
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realm in which they operate as a relatively small and distinct arena in which a combination of 
circumstances conspire to make market solutions suboptimal (Simon 1993). 3 

Relatively recent intellectual and empirical developments have conspired to challenge 
this dominance of the market metaphor. Putnam (Putnam 1993, 2000) and others (Etzioni 1996; 
Barber 1999; Clotfelter and Ehrlich 1999; Cohen 1999; Ehrenberg 1999; Fullinwider 1999) have 
spurred a revival of Tocquevi lie’s ideas about the importance of civil society — informal 
organizations, communal purpose, norms of trust — to a well-functioning society. Evolutionary 
shifts in the form of the welfare state have led to the proliferation and institutionalization of a 
non-profit sector whose sustenance no longer depends solely on charitable giving and whose 
range of activity often crosses into what had previously been regarded as for-profits’ turf (Smith 
and Lipsky 1993; Salamon 1995; Boris and Steurle 1999). And empirical comparisons of 
nonprofit and for-profit behaviors in arenas that they cohabitate — such as health care, nursing 
homes, and childcare — provide evidence that nonprofits at least sometimes appear to make 
systematically different choices than for-profits in staffing, pricing, screening of customers, and 
selection among alternative delivery mechanisms (see Weisbrod 1998; Mark 1998; Mark 1995; 
Bushouse 1999). 

Many jurisdictions formally require charter schools to be established under the mantel of 
a nonprofit organization, and chartering agencies sometimes less formally favor proposals from 
mission-oriented nonprofits with established track records of serving disadvantaged populations. 

3 Economists differ on whether the number of functions and goods characterized by “market-failure” is very large or 
quite small. A major strain of argumentation among privatization proponents is that analysts have been overly eager 
to characterize as “public” goods and services that, given the proper institutional framework, could be better 
delivered through markets. 
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Nonetheless, as already noted, a number of for-profit corporations EMOs have decided to get 
into the education game as well, and their role appears to be expanding. 4 

There are good reasons to expect that nonprofit and for-profit charter schools would 
behave differently. As generally conceived, the nonprofit and for-profit sectors comprise a 
different set of actors, oriented around different incentives, norms, and problem definitions, and 
bringing to bear a distinct set of resources (see Figure 1). What is uncertain, however, is the 
extent to which these differences are internally generated or externally induced — a function of 
the particular mindset and values of those who choose to operate within each arena or the 
different tasks and legal/institutional frameworks in which they operate. To the extent they are 
internally generated, we would expect nonprofit charter schools to make different decisions and 
trade-offs than for-profit ones, because their leaders are schooled in different norms and 
traditions. To the extent they are externally induced, we would expect that differences between 
nonprofit and for-profit charters might be limited because they operate in a similar environment 
and engage in similar tasks. Our task in this paper is in part to elaborate these contrasting 
expectations and to put them to an empirical test. But the question of whether differing roots of 
charter schools result in different types of behavior extends beyond the simple nonprofit/for- 
profit distinction, since even within these broad categories there are differences in the types of 
groups founding charter schools. When it comes to incentives, norms, and dominant 
perceptions, not all mission oriented organizations are alike. 

— Insert Figure 1 about here — 




4 The majority of EMOs are run as for-profit corporations, though there are a few examples of nonprofit EMOs. 



Page 9 



Diverse Missions 

Mission-oriented organizations share a tendency to “seek to generate less than maximum 
profit, while engaging in activities that are socially desirable but unprofitable” (Weisbrod 1998: 
73-4). Weisbrod (1998: 74) labels this “bonoficing...for example, supplying information to 
underinformed consumers rather than taking advantage of its informational superiority or helping 
the poor or avoiding activities that pollute.” As mission-oriented organizations, then, we would 
expect them to share some behavioral tendencies that distinguish them from organizations 
oriented around profit. At a less abstract level, however, differences among mission-oriented 
organizations may be considerable. The particular mission, and the norms and traditions 
associated with it, may matter. Among the nonprofit organizations that have responded to the 
opportunity to launch charter schools, we can identify several distinct types. 

Social service, or “helping ”, organizations are oriented around a mission of providing 
help to needy populations. This category, which includes organizations that run food pantries, 
provide job training, work with delinquent youth, etc., is perhaps what most people have in mind 
when they refer generally to the nonprofit or voluntary sector. Some long-standing social service 
agencies were quick to recognize that charter school legislation provided opportunities for them 
to expand the range of services they could offer to clients and simultaneously open up a major 
new source of funding. For example, the Next Step charter school of Washington, D.C. was 
established by a nonprofit with a larger mission of providing counseling and support services to 
single mothers and young adults who have dropped out of public education. The school serves 
as a means of training young women, most of whom are Latino, the skills necessary for service 
sector jobs, how to pass the GED, and even how to improve their English. 
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Because social service organizations have clearly defined and highly needy populations 
to whom they are committed, we expect the charter schools they launch to focus on populations 
defined by particular categories of need and to put more emphasis on effective provision of 
services than on growth and expansion. Because they and their members are accustomed to 
relying on philanthropy and government contracts as revenue sources, we might also expect them 
to be less attuned to conventional marketing strategies, to be more likely to partner with various 
foundations or other nonprofits that provide additional support, to invest more resources in 
monitoring developments within the public sector than surveying potential new clients or the 
activities of competitor schools. Because students enrolled in such charters are regarded as more 
costly and difficult to educate, programs launched by these organizations are less likely to be 
seen as a competitive threat by the conventional school district (indeed, they may be welcomed 
as a source of relief) and therefore we might expect them to be more likely to interact with and 
cooperate with traditional public schools than would other types of mission-oriented or for-profit 
charter schools. 

By design professional organizations have the economic interests of their members as a 
core focus, but they also represent and seek to promote the set of values, body of knowledge, and 
preferred practices embodied by the profession. 5 Not only do associations such as the American 
Bar Association or the American Medical Association represent the interests of their profession 
before policymakers, they also provide a host of support services, such as continuing education 
and the code of ethics by which their professions are governed. Educators’ claim to 
professional status has been more contested than these “higher status” occupations so perhaps for 
this reason and others their formal collective organization manifestations — such as the National 
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Education Association and the American Federation of Teachers — have straddled the boundary 
between professional association and labor union. While teacher unions have occasionally 
launched charter schools, the educators who have done so are more likely to have acted 
individually, or as a small collection of individuals, animated by a shared vision of what good 
schooling entails. Examples of these schools would be those launched by teachers and 
administrators who are tired of fighting district bureaucracy and wish to implement new 
programs or curricula they believe would work for particular types of students. These might 
include teachers who want to implement expeditionary learning in a middle school. 

Because they are invested in the notion that they possess a special expertise that 
legitimates particular ways of doing things (a “one right way”) we might expect charter schools 
launched by education professionals to be less likely to adapt and change in response to market 
signals. And because they typically claim that key decisions require the exercise of “professional 
judgment”, of which they are the sole or primary arbiters, we might expect such organizations to 
be less likely to engage in partnerships that entail a sacrifice in their autonomy. 

Grassroots community-based organizations are formed to pursue the interests of a 
geographically defined group of citizens; they typically are less formally structured than social 
service or professional organizations and may be single-issue (e.g., “stop the highway”) or multi- 
issue (community betterment) in their scope (Berry 1999). Similarly, some are likely to be ad 
hoc nonprofit organizations formed to combat a single issue, dissipating once the goal is 
achieved, while others are veritable community institutions with permanent staff. The latter type 
of community based organization tends to adopt more formal structures when doing so facilitates 
a desired ability on their part to pursue grants and contracts or play an official or advisory role in 



5 On professionalism generally, see DiMaggio & Anheir (1990); Freidson (1988); Kirp (1982). On professionalism 
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governmental proceedings. Grassroots and community charter schools started by groups of 
parents or community leaders who are discontented with the traditional school system likely fall 
into this mission-oriented nonprofit category. These might be linguistically, culturally, or 
ethnically oriented schools, perhaps focusing on Armenian culture and language, or Afro-centric 
schools. Wells et al (1999) suggest that on the one hand, these types of schools can be 
empowering to previously disenfranchised groups but that there are countering forces often at 
work in the policies: 

on the one hand, [charter schools are] fragmented and decentered localized 
projects that celebrate difference over uniformity and fight for cultural 
recognition, and on the other, are conceptualized within and connected to 
larger global trends of less redistribution and more privatization, greater 
inequality between the rich and the poor, and of increased commodification 
of culture via images of mass marketing"(Wells et al, 1999: 174). 

Fuller et al. (2003) characterize the motivation of some of these grassroots charter initiators as 

being characterized by a “non-modem return to local cultural forms and particular ways of 

raising children,” and suggests that such schools not only will make very different commitments 

to equity and fairness than those tied to for-profit corporations but and more professionally 

oriented mission-driven charters, because their vision can be shaped by very localized values, 

they may make very different decisions also from one another. 

Because their mission is linked to small and relatively well-defined groups of individuals, 
we would expect charter schools founded by grassroots, community-oriented organizations to 
also be relatively small, less likely to advertise widely, less likely to have plans to expand. 
Because they are often steeped in norms about internal democratic decision-making, we 
anticipate that charter schools launched by grassroots organizations will be more likely than 
others to adopt (eventually if not immediately) a comprehensive K-12 grade structure; parents 




and charter schools, see Sykes & Plank (2001) 
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within elementary level charter schools frequently want their children to complete their 
secondary education there rather than being forced to return to the traditional district option, and 
grassroots-initiated charter schools are less likely than others to be able to resist such pressure. 

Finally, some nonprofit charter schools are founded by local business and economic 
development organizations, such as the Chamber of Commerce or a Downtown Business 
Association. Of all the types of charter schools we discuss, this one seems least likely to differ in 
orientation and behavior from for-profit EMOs. After all, the leaders of local business groups 
come from the market sector and we would expect them to draw on the norms and perceptions 
that led to their successes in that arena as they approach the challenge of forming and providing 
guidance to charter schools. Nonetheless, there are at least two reasons why charter schools 
launched by such organizations may behave more like mission-oriented than profit-oriented 
ones. First, what typically motivates local business organizations to sponsor charter schools is 
not profit — a private and material good — but the long term economic health of the immediate 
community, a conventional collective good (Peterson, 199 1). 6 In pursuit of the city’s economic 
interest, such groups would tend not to seek profits from operating schools, but to operate them 
with goals of improving the local labor pool and raising test scores so as to improve the city’s 
overall image and attractiveness to residents, businesses, and investors. A second reason that 
charter schools founded by such groups may tend to behave more like other mission-oriented, 
than profit-oriented, organizations is that the local business leaders who are the members of the 



6 Local business groups often turn to education reform after “cutting their teeth” on more conventional urban 
revitalization efforts: promoting downtown redevelopment, building convention centers, attracting professional 
sports teams, and the like (Stone, Henig, Jones, and Pierannunzi, 2001). Reforming the conventional public school 
system, however, often turns out to be more difficult than they anticipated, and some corporate leaders have turned 
to charter schools (and other forms of school choice) as a way to potentially work around the recalcitrant 
bureaucracy. In Washington, D.C., for example, the business group that, during the late 1980s, sponsored the 
Committee of Public Education (COPE) and sought to turn around the public school system, subsequently threw up 
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sponsoring organization may have only a very arms’ length relationship with the charter school 
itself. After helping to set broad goals, local business organizations often hire conventional 
educators or others with non-profit and social service backgrounds to manage the school on a 
day-to-day basis. 

Compared to other mission-oriented groups, however, we would expect charter schools 
launched by these groups to be more business-like and efficiency-oriented in their approach. We 
would expect them to focus more on providing job skills to potential entry-level workers; thus 
compared to others, these charter schools might be more likely to operate at the secondary school 
level and to organize themselves around a career or vocational theme. We would expect them to 
be less likely to target populations whose special needs make them potentially less desirable as 
employees; for example, those with physical or emotional disabilities, or those with criminal or 
delinquency records. These operators might be more likely to focus on vocational training and 
skill-based learning oriented to the needs of local businesses. For instance, in the District of 
Columbia, one local hotel firm has helps operate a school oriented towards the hospitality 
industry. 

Expectations in Mixed sectors: Competing Theories and Evidence About 
Organizational Differentiation and Convergence 

The key unresolved question is whether the differences commonly associated with 
market- versus mission-orientation are fundamental— meaning they are hard-wired into their 
differences in formal legal status, recruitment patterns, and worker socialization strategies— or 
contingent upon the different service niches they typically occupy. This question is moot when 

its hands, closing down COPE and instead sponsoring a charter school resource center (Henig, Hula, Orr, and 
Pedescleaux, 1999).. 
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nonprofits and for-profits do fundamentally different things, but it comes into relief when they 
appear to go head-to-head, as in the charter school arena, and in other arenas such as hospitals, 
nursing homes, and day care. If charter school behavior is largely driven by the norms, problem- 
definitions, and institutional characteristics of the founding organization, we would expect to 
find differences among them in the kinds of decisions and behaviors they exhibit. If internal 
differences in origin are overwhelmed by common elements in their task and operating 
environment— including the resources they can attract, the competition they face, and the 
regulatory context they face — we might reasonably anticipate convergence in behavior. Mission- 
oriented organizations, for example, might begin to behave like for-profit organizations, 
abandoning visions about maintaining small scale or exclusively serving high need populations 
out of necessary pressure to attend to the “bottom line.” Profit-oriented EMOs, for their part, 
might find they must borrow equity oriented strategies associated with social service and 
community-based organizations in order to gamer favor from foundations and politically 
sensitive chartering agencies or to adopt practices associated with professional educators in order 
to fit parental preconceptions of what a school ought to look like. 

Why We Might Expect Differentiation 

There are several reasons to expect that market- and mission-oriented charter schools 
might behave in different ways based on internal factors such as the characteristics of those who 
founded the school. Some common behaviors across our sub-categories of founder types within 
market or mission-oriented schools may stem from these. One reason to expect differentiation 
derives from assumptions about the motivation of workers and the expectations of donors. 
Nonprofit organizations often pay lower salaries and rely on volunteers to supplement their 
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services; they are able to do so presumably because their mission aligns with the goals and 
values of workers, who are willing to accept less than the market value of their labor as a result. 
Nonprofits also tend to have revenue streams that depend more on satisfying philanthropic 
donors, foundations, or government agencies that allocate grants and contracts than they do on 
fees for service or sale of goods. 7 To the extent that they do so, such organizations presumably 
will be constrained in their ability to drift toward behaviors associated with market-oriented 
organizations. Rhetorical and actual commitment to “the bottom line” risks eroding the loyalty 
of workers and donors, both of whom are free to take their resources elsewhere. This is even true 
when the response dictated by the market is one based on better meeting client demand rather 
than simply minimizing costs. A for-profit EMO initiated charter school that found families were 
demanding higher test scores on standardized exams presumably would be quick to alter its 
curriculum and pedagogical techniques. But a charter founded by nonprofit or community 
leaders with a mission-driven vision that had recruited teachers based on a pedagogical vision 
associated with child-centered approaches to learning would encounter much greater transaction 
costs (teachers leaving; teacher resistance; possible loss of funders). 

Supporting the differentiation scenario is the possibility that philanthropic support might 
be a substantial component of an organization’s revenue stream, and that some donors might be 
willing to support organizations specifically because of their mission orientation. James (1987) 
and Rose-Ackerman (1996) suggest that the ideological or religious motivation of nonprofit 
“entrepreneurs” might make some volunteer workers and donors more willing to commit their 
capital, creating a form of product differentiation and signaling reassurances to clients that other 
users will share their values and that they will not be taken advantage of. 




7 This remains true despite the fact that changes in the funding environment have been forcing many nonprofits to 
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The result of these different internal forces may be that both market- and mission- 
oriented charter schools will settle into distinct niches within the education market. Discussing a 
population ecology perspective on organizational behavior, Barman observes that 
“Differentiation... is an adaptive response by which nonprofit organizations attempt to identify 
and fill niches in order to successfully obtain resources in a crowded field” (Barman 2002). If 
so, then we can draw a reasonable general hypothesis. Charter schools associated with for- 
profits will direct their efforts at activities maximizing profit, for example by targeting more 
numerous and relatively easy (and therefore cheaper) to teach median-performing school 
children as well as high need targets for which government reimbursement schemes are 
especially generous, while mission-oriented schools focus on those students who because of high 
needs or insufficient reimbursement rates remain unattractive in market terms. Similarly, we 
would expect market-oriented schools to strive for economies of scale by increasing the number 
of campuses they operate so that the individual cost of educating a student decreases. Lacking 
this profit-generating motivation, mission-oriented schools have less incentive to take the more- 
is-better road and continue to focus their efforts on only a single campus where they can 
concentrate on the quality of education, particularly if they are focusing on at-risk student 
populations. 

Why We Might Expect Convergence 

Alternatively, there are grounds for expecting the opposite to occur, reasons to support a 
quite different set of scenarios in which market- and mission-oriented charter schools end up 
looking more alike than different. For all of the different reasons founders may choose to charter 

diversify their funding sources and to begin or expand commercial activities as part of this effort. 
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a school, it may be that the basic task of operating a charter school is relatively uniform and 
competitive pressures so severe that entrepreneurs adopting novel themes and targeting small, 
unique populations cannot survive for long. 

For instance, several forces might induce mission-oriented charter schools to adopt 
practices pioneered by their more market-oriented competitors or they might simply find 
themselves forced to respond to the same external forces such as supply and demand pressures or 
regulatory constraints imposed by government. DiMaggio and Anheier, for instance, suggest that 
"differences in the behavior of [nonprofit] and other firms in the same industry often flow from 
industry composition.. .e.g. degree of government involvement in regulation etc.” (DiMaggio and 
Anheier 1990: 150). According to this perspective, neither the legal nor the cultural distinctions 
between nonprofits and for-profits are sharp or strong enough to create distinct patterns of 
behavior when the groups are operating within the same institutional constraints. What will 
matter are most are environmental factors such as the intensity of competition, the particular 
nature and distribution of consumer demand, the preferences of foundations and other sources of 
philanthropic support, and the funding and regulatory regimes that state governments’ create by 
way of the particular laws they adopt and the manner in which they are implemented. If so, then 
our alternative hypothesis is that the differentiation effect we discussed above should not 
manifest and there should be no distinguishable difference in charter school performance based 
on the characteristics of the school founders or the themes and missions they hoped to 
implement. 

Adding to this prediction of convergence is the fact that the legal and formal distinctions 
between for-profits and nonprofits are generally indistinct and permeable. Some organizations 
led by individuals who are very much motivated by material goals and a market-oriented sense 
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of competition and gain may choose to organize themselves as nonprofits simply to gain a patina 
of legitimacy or access to certain foundation and government funds restricted to nonprofits by 
policy; Weisbrod (1998) refers to these as “for-profits in disguise.” Other organizations that may 
be motivated by a desire to “do good,” may nonetheless opt for a for-profit legal status out of 
desire to gain greater access to private capital. Again, if this notion of for-profits in sheep’s 
clothing is true, then the hypothesis of differentiation due to founder type stated above should not 
manifest in the an empirical analysis. 

Finally, organizational behavior may converge because the “idea” of schooling that has 
emerged out of professional education and public experience is so uniform and ingrained that 
innovations and innovators tend to be regarded skeptically and marginalized. The hegemonic 
character of what David Tyack (1974) has called “the one best system” may rest less on the 
bureaucratic and political monopoly that public educators have used to impose their narrow 
vision, than on a nearly universally shared notion of what schools are supposed to look like and 
do. If that is the case, charter schools, in order to survive, may be forced, regardless of their 
internally-generated inclinations, to offer a relatively homogenous product. 8 

Data and Methods 

Charter Schools by Founder Type: a Four State Survey 

The data we use are drawn from a survey sent to all charter schools in four states: 

Arizona, Michigan, Pennsylvania, and the District of Columbia. We selected these states using 
several decision criteria. First, we wanted to select sites that had charter schools in place for 

8 In our field research, for example, we encountered charter school leaders who complained that their efforts to 
utilize a more innovative curriculum ran into resistance from parents, who were primarily interested in basic skills 
and preparation for standardized tests. 
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